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OATH OR AFFIRMATION

I, Paul F. Schmidt, affirm (or swear) that, to the best of my knowledge and belief, the accompanying
consolidated statement of financial condition and supplemental schedules pertaining to Motif Investing, Inc. as
of December 31, 2017,are true and correct. I further affirm that neither the Company nor any principal officer
or director has any proprietary interest in any account classified solely as that of a customer.
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MOTIF INVESTING, INC.
CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

AS OF DECEMBER 31,2017

Assets

Cash and cash equivalents $ 14,212,69i
Restricted cash 1,854,698

Receivable from clearing broker 575,663
Securities owned 470,265

Fixed assets, net 736,030

Prepaid expenses 450,061
Other assets 952,427

Total assets S 19,251,835

Liabilities

Accounts payable $ 247,257

Payable to clearing broker 202,391
Accrued expenses and other liabilities 1,443,742
Total liabilities 1,893.390

Stockholdens' equity
Common stock, $0.001 par value - 10,912,339 shares issued and outstanding 10,912
Treasury stock, at cost - 998,054 shares (998)
Series A preferred stock, $0.001 par value - 10,129,658 shares issued and outstanding 10,130

Series B preferred stock, $0.001 par value - 8,982,303 shares issued and outstanding 8,982

Series C preferred stock, $0.001 par value - 9,654,371 shares issued and outstanding 9,654

Series D preferred stock, $0.001 par value - 7,479,269shares issued and outstanding 7,479

Series E preferred stock, $0.001 par value - 5,579,734 shares issued and outstanding 5,580

Additional paid-in capital 128,218,872
Treasury stock (1,999,002)
Accumulated deficit (108,913,164)

Total stockholders' equity 17,358,445

Total liabilities and stockholder3' equity S 19,251,835

See notes to consolidated financial statements.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the stockholders and the Board of Directors of Motif Investing, Inc.:

Opinion on the Financial Statements

We have audited the accompanying consolidated statement of financial condition of Motif Investing,
Inc. and subsidiary (the "Company") as of December 31, 2017, and the related notes (collectively
referred to as the "financial statement"). In our opinion, the financial statement presents fairly, in all
material respects, the financial position of the Company as of December 31, 2017, in conformity with

accounting principles generallyaccepted in the United States of America.

Basis for Opinion

The financial statement is the responsibility of the Company's management. Our responsibility is to

express an opinion on this financial statement based on our audit. We are a public accounting firm
registered with the Public Company Accounting oversight Board (United States) (PCAOB) and are
required to be independent with respect to the Company in accordance with the U.S.federal securities
laws and the applicable rules and regulations of the Securities and Exchange Commission and the
PCA08.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statement
is free of material misstatement, whether due to error or fraud.

Our audit included performing procedures to assess the risks of material misstatement of the financial
statement, whether due to en-or or fraud, and performing procedures that respond to those risks.
Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statement. Our audit also included evaluating the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the
financial statement. We believe that our audit of the financial statement provides a reasonable basis
for our opinion.

March 1, 2018

We have served as the Company's auditor since 2011.



Consolidation - The accompanying consolidated statement of financial condition includes the
accounts of the Company and Motif Capital. All intercompany accounts and transactions have been
eliminated in consolidation.

Use of Estimates - The preparation of the Company's consolidated statement of financial condition
in conformity with GAAP requires the Company's management to make estimates and assumptions
that affect the reported amounts of assets and liabilities as of the date of the consolidated financial
statements. Actual amounts could differ from such estimates and these differences could be material.

Cash and Cash Equivalents - The Company considers highly liquid investments with original
maturities of three months or lessto be cash equivalents.

Restricted Cash - Restricted cash consists of a letter of credit issued to the landlord of oiTice space
that was leased by the Company.

Securities Owned - Securities owned are recorded on a trade-date basis and are measured at fair

value.Realizedandunrealizedgains andlossesincurredfrom market fluctuations of thesesecurities
are included in trading gains/losses revenue.

Receivable from and Payable to Clearing Broker - Securities transactions are executed through a
clearing broker on a fully-disclosed basis. The amounts receivable from the clearing broker are
primarily related to fees charged to customers by the Company for securities transactions. The
amounts payable to the clearing broker are primarily related to fees charged by the clearing broker to
the Company for securities transactions, customer account maintenance fees and promotional credits
offered by the Company to its customers.

Fair Value of Financial Instruments - Securities owned are recorded at fair value. The Company's

other financial instruments, including cash and cash equivalents, restricted cash, the receivable from
clearing broker and certain other assets, are recorded at their cost or contract amount, which is
consideredby management to approximate their fair value as they are short-term in nature and are
subject to frequent repricing.

The Company's securities owned are valued based on Level 1 inputs as defined in FASB ASC 820,
Fair Value Measurements, which are inputs based on quoted prices in active markets. The Company's
financial instruments measured at fair value as of December 31, 2017 were as follows:

Fair value measurement using
Fair value Level i Level 2 Level 3

Assets:

Equity securities 470,265 470,265 -

Total assets $ 470,265 $ 470,265 $ - S -

Research and Development Costs - The Company expenses research and development costs as
incurred. Research and development expenses include personnel and personnel-related costs, costs

associated with product design, development and pilot construction and testing, research costs and
other consulting andprofessional services, and allocated facility and related expenses.

Impairment of Long-Lived Assets - The Company regularly evaluates its long-lived assets for

indicators of possible impairment whenever events or changes in business circumstances indicate that

the carrying amount of the assets may not be fully recoverable. An impairment loss would be
recognized when estimated undiscounted future cash flows expected to result from the use of an asset



MOTIF INVESTING, INC.
NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
AS OF DECEMBER 31,2017

1. NATURE OF BUSINESS

Motif Investing, Inc. (the "Company"), founded in 2010, has developed and made available to the
general public technology targeted at self-directed investors and financial advisors. The Company
allows individuals to make investment choices and decisions through its secure website. The Company
received approval to operate and conduct business as a broker-dealer in June 2011, is registered with

the Securities and Exchange Commission ("SEC"), and is a member of the Financial Industry

Regulatory Authority, Inc. ("FINRA"). The Company commenced operations in 2012. In 2014, the

Company released a version of its trading platform targeted at Registered Investment Advisors
("RIAs"). In 2015, the Company launched Motif Capital Management, Inc. ("Motif Capital"), a
wholly-owned investment management subsidiary ofthe Company. Motif Capital is a next-generation

global equity investment managementcompany that specializes in the managementof thematic
investment strategies for financial institutions such as private wealth management, investment

companics, endowments and family offices. Motif Capital is a SEC registered investment advisory
Brm.

Risks and Uncertainties - The Company is subject to all of the risks inherent in an early stage

business operating in the securities industry. These risks include, but are not limited to, a limited
operating history, new and rapidly evolving markets, reliance on additional equity or debt issuances
for funding of operations, dependence on the development of new technology and services,
unfavorable economic and market conditions, competition from larger and more established
companies, limited management resources, and the changing nature of the securities industry. Failure
by the Company to anticipate or to respond adequately to technological developments in its industry,

changes in customer demand,or changes in regulatory requirements or industry standards, or any
significant delays in the development or introduction of technology and services, would have a
material adverse effect on the Company'sbusiness and operating results.

2. LIQUIDITY AND CAPITAL RESOURCES

To date, the Company has not generated significant revenues and has financed its operations and
development primarily through private placements of preferred stock. The Company has incurred

significant net losses and negative cash flows from operations during the period from the date of
inception through December 31, 2017. Management expects operating losses and negative cash flow
to continue through 2018 and perhaps further. As of December 31, 2017, the Company had cash and
cash equivalents of $14,212,691. Management intends to continue its development efforts and to
finance operations of the Company through debt or equity financings. Although management believes
that the Company will be able to successfully fund its operations, there can be no assurance that the

Company will be successful in obtaining additional financing on favorable terms or at all. Summary
of significant accounting policies

Organization and Basis of Presentation - As principal operations have commenced, the Company

no longer reports as a development stage company as defined in FASB Accounting Standards

Codification ("ASC")915, Development Stage Entities. The accompanying consolidated statement

of financial condition is presented on the accrual basisof accounting.The accounting and reporting
policies of the Company conform to accounting principles generally accepted in the United States of

America ("GAAP") and general practice within the broker-dealer industry.



and its eventual disposition are less than the carrying amount. Impairment, if any, is measured using
discounted cash flows. No impairment of long-lived assetshasbeen recorded.

Fixed Assets,Net - Fixed assetsare stated at cost, less accumulated depreciation and amortization.
Depreciation is computed over the estimated useful lives of the respective assets using the straight-

line method.Amortization of leasehold improvements is computed over the shorter of the useful life
of the respective assets or the remaining life of the office lease. The estimated useful lives of the
Company's fixed assets are as follows:

Furniture and fixtures 3 years
Computers and office equipment 3 years
Website and software development costs 3 - 5 years

Leasehold improvements 3 - 10 years

Repairs and maintenance costs are expensed as incurred. Upon disposition, the cost and related
accumulated depreciation and amortization are removed from the accounts, and the resulting gain or

loss, if any, is reflected in the consolidated statement of operations.

The Company capitalizes costs incurred to develop its website and internal-use software when

preliminary development efforts are successfully completed, management has authorized and
committed project funding, and it is probable that the project will be completed and the software will
be used as intended. Such costs are amortized on a straight-line basis over the estimated useful life of
the related asset,which approximates three to five years.Costs incurred prior to meeting thesecriteria,
together with costs incurred for training and maintenance, are expensed as incurred. Costs incurred

for enhancements that are expected to result in additional material functionality are capitalized and
expensed over the estimated useful life of the upgrades.

Recent Accounting Pronouncements - In May 2017, the FASB issued Accounting Standards
Update ("ASU") 2017-09, Compensation,S'tock Compensation (Topic 718), which was issued
primarily to provide clarity and reduce both diversity in practice and cost and complexity when

applying the guidance in Topic 718 to a change to the terms or conditions of a share-based payment

award. ASU 2017-09 affects any entity that changes the terms or conditions ofa share-based payment
award. ASU 2017-09 provides guidance about which changes to the terms or conditions of a share-

based payment award require an entity to apply modification accounting in Topic 718. ASU 2017-09

is effective for annual or any interim reporting periodsbeginning after December 15, 2017 with early
adoption permitted. The Company has not adopted this accounting standard as of December 31, 2017.
The Company is evaluating the impact that the adoption of this standard will have on its consolidated
financial statements.

In November 2016, the FASB issued ASU 2016-18, Statement of Cash Flows (Topic 230): Restricted

Cash.ASU 2016-18 addresses diversity in practice from entities classifying and presenting transfers
between cash and restricted cash as operating, investing or financing activities or as a combination of
those activities in the statement of cash flows.ASU 2016-18 requires entities to show the changes in
the total of cash,cashequivalents,restricted cash and restricted cashequivalents in the statement of
cash flows. As a result, transfers between such categories will no longer be presented in the statement

of cash flows. ASU 2016-18 is effective for the Company for fiscal years beginning after December
15,2017, with early adoption permitted. The Company has not adopted this accounting standard as
of December 31, 2017. The Company is evaluating the impact that the adoption of this standard will
have on its consolidated financial statements.



Year ending:

2018 $ 1,569,910
2019 1,624,097

2020 1,624,914
2021 1,570,715
2022 1,625,690

Thereafter 6,772,082
Total $ 14,787,408

10. RELATED PARTY TRANSACTIONS

For the year ended December 31, 2017, the Company did not engage in related party transactions that

resulted in a material effect on the Company's consolidated financial statements.

11. SUBSEQUENT EVENTS

For the purposesof these fmancial statements, management evaluated subsequent events through the
date the financial statements were issued.

******



In December 2017, the Company repriced outstanding stock options with exercise prices that were

greater than the current fair market of the Company's common stock. The exercise price of those
outstanding stock options was reduced to the current fair market of the Company's common stock,

while the other terms of the stocks options were not changed. The repricing was accounted for as a
stock option modification.

5. INCOME TAXES

Deferred tax assetsand liabilities are recognized for the estimated future tax consequences attributable
to material differences between the financial statement carrying amounts of existing assets and

liabilities and their respective tax basesand for loss carry forwards. A valuation allowance is recorded

for deferred tax assets if it is more likely than not that some portion or all of the deferred tax assets
will not be realized. As of December 31, 2017, the Company's deferred tax assets were exclusively
related to net operating loss carry forwards and fully offset by a valuation allowance.

The Company has estimated federal and state net operating loss carry forwards as of December 31,

2017,of approximately $107,371,929 and $107,638,916,respectively, available to offset future
regular and alternative minimum taxable income. The Company's federal and state net operating loss

carry forwards will expire beginning in 2031, if not fully utilized.

6. NET CAPITAL REQUIREMENTS

The Company is subject to the SEC's Uniform Net Capital Rule 15c3-1 (the "Rule"). The Company's
minimum net capital requirement, pursuant to the requirements for introducing brokers with
proprietary trading activities, is the greater of 6-2/3% of aggregate indebtedness or $100,000. The
Rule also requires the Company to notify and sometimes obtain approval from the SEC and FINRA
for significant withdrawals of capital or loans to affiliates. As of December 31, 2017, the Company's
net capital was $13,098,510, which was $12,972,325 in excess of its minimum requirement. The
Company's ratio of aggregate indebtedness to net capital was 0.145 to 1as of December 31, 2017.

7. RECEIVABLE FROM AND PAYABLE TO CLEARING BROKER

The receivable from and payable to clearing broker is pursuant to the clearing agreement in effect. As
of December 31, 2017, the Company's receivable from clearing broker was $575,663 and payable to

clearing broker was $202,391.

8. CONCENTRATION OF CREDIT RISK

The majority of the Company's cash and cash equivalents are held at a single financial institution in
both money market and non-interest bearing accounts. These balances are insured by the Federal
Deposit Insurance Corporation up to $250,000.The Company also maintains balances with its clearing
broker as disclosed in Note 7.The Company's management does not believe the credit risk associated
with its cash and cash equivalents and receivable from clearing broker is significant due to the

financial stability of such financial institutions.

9. COMMITMENTS AND CONTINGENT LIABILITIES

The Company has lease agreements for office space under non-cancelable operating lease agreements.

The last of these leases expires in 2026. The aggregate future minimum annual rental payments for
office space under these lease agreements subsequent to December 31, 2017, are as follows:



3. FIXED ASSETS

Fixed assets as of December 31, 2017 consisted of:

Furniture and tixtures $ 214,346

Computers and office equipment 349,164
Website and software development costs 1,217,861

Leasehold improvements 513,898
Total fixed assets, gross 2,295,269

Less accumulated depreciation and amortization (1,559,239)
Total fixed assets, net $ 736,030

4. STOCKHOLDERS' EQUITY

Common Stock- In 2010, 9,000,000 shares of common stock were issued in the initial

capitalization of the Company. Early holders of common stock purchased the shares under the terms
and conditions of a restricted stock purchaseagreement which grants the Company the right, but not
the obligation, to repurchase any shares which have not yet been released from the repurchase option
at a price per share equal to the lesser of the fair market value and the original purchase price. In 201 1,
the Company repurchased 998,054 sharesof common stock at a price of $2.0039 per share for a total

of $2,000,000,which is recorded as treasury stock.

Stock Option Plan - In September 2010, the Company adopted the 2010 Equity lncentive Plan (the

"2010 Plan"). Under the Company's amended and restated 2010 Plan, 6,571.920shares of common
stock are reserved for the issuance of Incentive Stock Options ("ISOs") to employees, officers, and

advisors of the Company. The exercise price of a stock option is approved by the Board of Directors
when the stock option is granted and may not be less than the fair market value of the shares of the

Company's common stock on the grant date of the stock option. ISOs granted under the 2010 Plan
generally vest 25% after the completion of 12 months of service and the balance in equal monthly
installments over the next 36 months of service and expire 10years from the date of grant.

The 2010 Plan allows for the early exercise of stock options prior to full vesting, as determined by the
Board of Directors. Unvested shares are subject to repurchase by the Company at not less than the

original exercise price, upon termination of employment. As of December 31, 2017. no shares of
common stock held by employees resulting from the exercise of stock options were subject to

repurchase.

A summary of the Company's stock option activity under the 2010 Plan is as follows:

Number of Weighted-average Weighted-average

stock options exerciseprice per remainingcontractual

outstanding stock option life (in years)

Stock optionsoutstandingas of January l. 2017 3.9I3.832 $1.74
Stock options granted 2.912.294 l.46

Stock options exercised (8,125) 0.82
Stock options cancelled (2.375,317) 2.36

Stock optionsoutstandingasof December31, 2017 4.442.684 l.23 8.4

Stock options exercisableasof December31,2017 2.673.869 1.07 7.5
Stock options available for future grantsasof December31.2017 29,397



In February 2016, the FASB issued Accounting Standards Update ("ASU") 2016-02, Leases (Topic
842). Under the new guidance, lesseeswill be required to recognize the following for all leases(with
the exception of short-term leases) at the commencement date: (1) a lease liability, which is a lessee's
obligation to make lease payments arising from a lease, measured on a discounted basis; and (2) a
right-of-use asset,which is an asset that represents the lessee's right to use, or control the use of, a
specified asset for the lease term. Under the new guidance, lessor accounting is largely
unchanged. ASU 2016-02 is effective for the Company for fiscal years beginning after December 15,
2019, with early adoption permitted. The Company has not adopted this accounting standard as of
December 31, 2017. The Company is evaluating the impact that the adoption of this standard will
have on its consolidated financial statements.

In January 2016, the FASB issued ASU 20 l6-01, Financial!nstruments - Overall (Subtopic 825-10),

which requires all equity investments to be measured at fair value with changes in the fair value
recognized through net income other than those accounted for under equity method of accounting or
those that result in consolidation of the investees. ASU 2016-01 also requires that an entity present
separately in other comprehensive income the portion of the total change in the fair value of a liability

resulting from a change in the instrument-specific credit risk when the entity haselectedto measure
the liability at fair value in accordance with the fair value option for financial instruments. ASU 2016-

01 eliminates the requirement to disclose the fair value of financial instruments measured at amortized
cost for entities that are not public business entities and the requirement to disclose the method(s) and

significant assumptions used to estimate the fair value that is required to be disclosed for financial
instruments measured at amortized cost on the balance sheet for public business entities. ASU 2016-

01 is effective for public companies for fiscal years beginning after December 15, 2018. The
Company is evaluating the impact that the adoption of this standard will have on its consolidated
financial statements.

In May 2014, the FASB issued ASU 2014-09, Revenue fiom Contracts with Customers, and
subsequent amendments to the initial guidance, collectively referred to as Topic 606. Topic 606
requires entities to recognize revenue to depict the transfer of promised goods or services to customers

in an amount that reflects the consideration to which entities expect to be entitled in exchange for
those goods or services. Topic 606 will replace most existing revenue recognition guidance in GAAP
when it becomes effective. Topic 606 allows entities to adopt the guidance with one of these two
methods: full retrospective, which applies retrospectively to each prior reporting period presented, or
modified retrospective, which recognizes the cumulative effect of initially applying the revenue
standard as an adjustment to the opening balance of retained earnings in the period of initial
application. Topic 606, as amended, is effective for annual reporting periods beginning aller
December 15, 2017. The Company adopted the standard on January 1, 2018 using the modified
retrospective method. The revenue impacts from the new standard are not expected to be material, as
the amount and timing of revenue recognized under the new standard is not expected to change
significantly.
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